Congress issued only bonds of limited maturities and set limited timespans for selling them. After a security had been redeemed, either because it had matured or been refinanced, it could not be reissued.
‡ If no new loans had been authorized in the meantime, our synthesized debt limit declined. For example, as outstanding loans were repaid on schedule or earlier, the overall limit declined after the War of 1812 and again, after the Civil War. § A consequence of these arrangements and policies was that, before 1930, at least during peace times, the debt limit functioned as an upper bound on total debt to be anticipated over medium to long horizons, making it an informative signal about an important feature of federal fiscal policy, namely the present
Significance
Since 1939, the US Congress has imposed a limit on aggregate federal debt and left the Treasury free to design its securities and manage its portfolio of debts. Congress has increased the aggregate debt limit whenever it threatened to bind. Before 1939, Congress arranged things differently. Congress designed each security and put limits on the amount that could be issued. We construct an implied limit on aggregate debt before 1939 by summing bond-by-bond limits at each date. Before 1939, this implied aggregate limit often declined and led to Congressional actions that produced net-of-interest surpluses that enabled it to reduce federal debt, outcomes rarely observed after 1939. values of prospective surpluses of federal revenues over net-ofinterest expenditures that would be required to service federal debts.
In the next three sections, we briefly describe events that propelled notable movements in our synthetic pre-1939 aggregate debt (i.e., red lines in Figs. 1-3) , and an associated par value of the debt subject to the aggregate limit is depicted in blue lines in Figs. 1-3. Fig. 2 shows (i) no big jump in federal debt during the early 1840s when huge state debts that many states had defaulted on in response to adverse macroeconomic shocks of the late 1830s and early 1840s led European creditors and many state governments to pressure the US Congress again to nationalize state governments' debts, pressure that Congress resisted in several narrowly decided votes; (ii) a moderate increase of federal debt during the ¶ A notable exception to this debt pay-down policy was the $11.25 million borrowed to finance the Louisiana Purchase in 1803. R e fi n a n c in g S p a n is h − A m e r ic a n W a r P a n a m a C a n a l P u r c h a s e s o f G o ld that Friedman (4) said was supported by substantial minorities and at times, majorities of members of Congress.
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This transition period saw (i) a huge increase in federal debt between 1917 and 1920 to finance US war expenditures and loans to European allies and associates; (ii) a post war decade of gradual reductions in nominal federal debt until about 1931; (iii) a decade long increase in federal nominal debt caused by an unprecedented sequence of peace time deficits engineered by the Hoover and Roosevelt administrations as consequences of their policies to fight an economic depression as if it were a war; (iv) Congress's acceptance of the recommendations by Treasury Secretary Mellon during the 1920s and Morgenthau during the 1930s to delegate authority to design and manage securities to the Treasury; (v) some of the last times in US history during which nominal debt limits declined; and (vi) the first times in US history in which declines in our implied federal debt limit failed to be informative about prospective federal debts.
End of Project Finance
Beginning with the Second Liberty Bond Act of 1917, Congress allowed debt to be issued without being tied to a specific project. Consequently, during the 1920s and 1930s, the Treasury acquired, in Andrew Mellon's words, "freedom in determining the character of securities to be issued." The Treasury could market securities that were, according to Henry Morgenthau, "best suited to the needs of the investors to whom they are sold." Congress also gave the Treasury greater control over the maturity structure of the debt. Decoupling of debt issuance from spending coincided with shortening the average maturity of the debt and smoothing the Treasury's debt service profile.
Epilogue Fig. 4 shows the counterpart of Figs. 1-3 drawn with the aggregate debt limit mandated by Congress instead of the synthetic limit depicted in the earlier figures. A comparison of Fig. 4 with Figs. 1-3 confirms that something about Congress's attitudes about nominal government debt changed after the 1930s. Understanding those changes is a project for political economy and economic history. Our purpose has been to construct data that contribute to framing patterns and providing clues.
Constructing an Aggregate Debt Limit Before 1939
To construct a limit on total federal debt before World War I, we summed limits on outstanding quantities of each security stated in authorizing legislation. During World War I, Congress began to place limits on classes of Treasury securities. When those limits were in place, we summed them.
Between 1776 and 1916, the US Congress authorized the Treasury to issue a total of approximately 200 distinct securities, with no more than 8 distinct ones being authorized in any particular year. Authorizing legislation for each security expressed Congress's reason for borrowing, a sum to be borrowed, a security's length, and its coupon rate. Other characteristics, restrictions, and terms, such as tax exemptions and call features, might also be stated. In most cases, Congress expressed a quantity in terms of the par value of the security that could be issued. It also restricted the period during which the security could be issued.
Let b( ) t denote the par value of a particular security called outstanding at date t. Suppose that, at time t, there are Nt 
